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Incentives for Foreign Investors in Israel 


Israel's Law for the Encouragement of Capital Invest- 
ments, which has recently been amended to increase in- 
centives for foreign investors, now contains the following 
main provisions: To become eligible for the benefits 
offered by the law, a project financed by foreign capital 
(in the form of foreign currency, equipment, or raw 
materials) must be approved by the Investment Center. 
The benefits are applicable to investment both in new 
enterprises and in the-expansion of existing approved 
enterprises, in the latter case without special authorization 
from the authorities. If investment is in the form of 
equipment or raw materials, imports of such goods are 


not subject to customs duties. 

The new tax benefits include several important pro- 
visions: (1) An approved corporation will, for 5 years, 
pay only the company profit tax of 25 per cent, and will 
be exempted from the income tax, which hitherto has 
been 25 per cent. (2) The income tax for a private person 
who owns an approved enterprise will, for 5 years, be 
reduced to 25 per cent; this reduction will be granted by 
allowing double the ordinary rate of depreciation. (3) In- 
vestors in buildings constructed by an approved enter- 
prise for its use will be granted exemptions from urban 


and rural property taxes for 10 years; and investors 


Europe 


Premium for European Pool Currency in Brazil 


It is reported that on August 22, at the first auction 
held in Brazil since the introduction of a multilateral 
currency pool (see this News Survey, Vol. VIII, p. 75), 
importers paid high premiums to obtain the newly created 
“clearing dollars,” which may be used for payments to 
the United Kingdom, the Netherlands, and Western 
Germany. The premiums were considerably above that 
currently paid for obtaining U.S. dollars; for instance, 
in the second import category the premium paid was 
22 per cent higher than that for the U.S. dollar, and in 
the third import category it was 32 per cent higher. 

If sufficient amounts of clearing dollars are offered 
for sale in the future, there may well be a downward 
adjustment toward the premium paid for U.S. dollars. 
According to Handelsblatt, it is possible that, until larger 
sums of clearing dollars are offered, other European 


countries will be reluctant to join the multilateral pay- 


in projects for growing industrial crops will be exempt 
from property tax for a period ranging between 10 and 
14 years. (4) Tax refunds may be authorized to foreign 
companies if the taxes paid in Israel exceed the deduc- 
tions allowable in the home country for such foreign 
taxes. (5) The annual amortization allowances have been 
increased for investments made for scientific research 
for the development of an approved enterprise. (6) The 
payment of registration fees by an approved company 
has been deferred. 

Profits (before depreciation) on foreign investment 
may be transferred annually up to a total of 10 per cent, 
with the exception of profits from investment in buildings, 
for which the allowance is 7 per cent. Principal and 
interest on investment made in the form of a long-term 
loan may be withdrawn up to 10 per cent annually, pro- 
vided that the amount withdrawn does not exceed the 
amount of actual profits. 

Foreign investors who settle in Israel are exempt, for 
7 years, from the obligation to surrender foreign cur- 
rency brought into Israel from abroad. Incomes received 
from abroad by residents of Israel are not taxed for 
7 years from the date the individual becomes a resident. 
Source’ Israel Economic Horizons, New York, N. Y., 

August-September 1955. 


ments arrangement; instead, their Brazilian trade will be 
conducted on a bilateral basis, to the disadvantage of the 
present Europeai. partners in the new payments scheme. 


Source: Handelsblait, Diisseldorf, Germany, August 31. 
1955. 


United Kingdom Trade 


The U.K. trade deficit in August was considerably less 
than in either of the two previous months. With exports 
(including re-exports) at £274 million and imports at 
£342 million, the deficit was £68 million; the July deficit 
had been £108 million, and that in June was £129 million. 
However, the trade figures for the three months were 
distorted by the railway and dock strikes in the United 
Kingdom, and it is difficult to assess the underlying 
trade movements. As a rule, exports in August are rela- 
tively low because of the summer holidays; in all likeli- 
hood, the high figure of £274 million includes exports 
that had been delayed hy the dock strike. Exports to the 
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United States and Canada in August were somewhat 
higher than in July. 
Source: The Wall Street Journal, New 


September 13, 1955. 


York, N. Y., 


Relaxation of Restrictions on Sterling Securities 


The Bank of England announced on September 5 that 
sterling bearer securities owned by a nonresident of the 
sterling area may now be exported. Also, it granted 
permission for the transfer of security sterling and ster- 
ling securities to investors in the dollar area by other 
foreign holders. In addition, blocked sterling arising 
from the sale of a sterling security by a nonresident may 
now be invested in a security with a minimum maturity 
of five years instead of ten years. 

Source: The Economist, London, England, September 10, 
1955. 


Decrease in U.K. Hire-Purchase Transactions 


Hire-purchase transactions in the United Kingdom in 
August are reported to have shown considerably more 
than the usual seasonal decline. They were 25 per cent 
less than in July, when the highest figure for the postwar 
period was recorded. August was the first full month fol- 
lowing the increase in the minimum deposit required 
for hire purchases of automobiles and certain household 
goods (see this News Survey, Vol. VIII, p. 34). Despite 
the sharp decrease, August transactions were substantially 
above those in August 1954. 

Source: The Manchester Guardian, Manchester, England, 
September 6, 1955. 


Employment in the United Kingdom 


Civilian employment in the United Kingdom was 
22,950,000 at the end of July, the highest peacetime level 
on record. It was 50,000 more than on June 30, and 
290,000 more than at the end of July 1954. Vacancies 
notified but still unfilled on July 27 were 473,000, or 
The number of 
persons registered as unemployed on August 15 was 
200,000, which was 0.9 per cent of the labor force. 


90,000 more than a year previously. 


Source: The Financial Times, London, England, Sep- 
tember 8, 1955. 


French Trade Liberalization 


On August 29, the French Council of Ministers raised 
the percentage of liberalization of private imports from 
the OEEC area from 75 per cent to 77.5 per cent (on a 
1948 basis). 


with the OEEC Council's recommendation, of January 14, 


This measure was taken in accordance 
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1955, that member countries should remove 10 per cent 
of the quantitative restrictions on those imports which 
had not yet been liberalized (see this News Survey, 
Vol. VII, p. 229). As was true for other recent liberaliza- 
tion measures, the removal of quantitative restrictions 
was accompanied by the establishment of a temporary 
compensatory tax of 10-15 per cent for a number of 
products. 


Source: Le Monde, Paris, France, August 30, 1955. 


Reduction of Rate of Tax Rebates to French Exporters 


Effective December 1, 1955, the basic rate of tax rebates 
on French exports will be reduced from 7.5 per cent to 
5 per cent for the refund on “fiscal charges,” and from 
4.2 to 2.5 per cent for the refund on “social charges.” 
For the most favored category of exports, this means a 
reduction in tax rebates from 11.7 per cent to 7.5 per 
cent. The last reduction in rates was made on Decem- 
ber 1, 1954. The new measure will permit a saving of 
12 billion francs in the 1956 budget. Although techni- 
cally the measure is linked to the changes in the tax 
structure effected in June 1955 (see this News Survey, 
Vol. VIII, p. 19), it also reflects the improvement in the 
French export position. In July, France had a trade 
surplus with foreign countries. 


Source: Le Monde, Paris, France, September 2, 1955. 


Foreign Trade of Switzerland 


Switzerland’s trade balance for the first seven months 
of 1955 showed a deficit of Sw F 481.6 million (US$111.5 
million), which was Sw F 255.2 million greater than the 
deficit in the corresponding period of 1954. While ex- 
ports increased from Sw F 2,919 million in the 1954 
period to Sw F 3,137 million this year, the increase in 
imports was much greater—from Sw F 3,151 million 
during the first seven months of 1954 to Sw F 3,619 mil- 
lion during the corresponding period of 1955. 

Source: Banque Nationale Suisse, Bulletin Mensuel, 
Ziirich, Switzerland, August 1955. 


Effects of Drought in Scandinavia 


The hot, dry summer in Scandinavia is having serious 
effects on agricultural output and the production of 
hydroelectric power. It is estimated that the income of 
farmers in Sweden may be reduced by more than SKr 300 
million (US$58 million), in Norway by about NKr 280 
million (US$40 million), and in Finland by Fmk 12 
billion (US$52 million). On the other hand, the grain 
harvest in Denmark is reported to be about normal and 
of exceptionally good quality; the potato harvest, however, 
is substantially below normal. 

In Sweden, the Government is proposing special loans 
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for farmers whose harvests have been below normal and 
who therefore are unable to maintain their liquid posi- 
tions. Also, an increase of subsidies on farm products is 
being discussed. Milk production has fallen by about 10 
per cent, with a resulting loss in income. of about 
SKr 150 million, and production of cheese and butter 
is being curtailed. Milk prices were raised by 3 dre per 
liter on September 1, cheese prices by 10 dre per kilo, and 
import duties on certain cheeses were increased by 10 
per cent. Additional price increases are expected, and 
imports of grain have been licensed. As a result of the 
drought, it has been necessary to ration electricity in 
Dalarna, and at least one steel factory has had to shut 
down its electric blast furnaces. 


In Norway, subsidies on agricultural products have 
been raised by about NKr 50 million, to avoid further 
increases in the cost of living index, which would mean 
higher wages. A general review of farm prices is sched- 
uled for next spring. In eastern Norway, the consumption 
of electricity has been rationed to 81 per cent of normal 
consumption, and the lighting of electric signs has been 
prohibited in Oslo. These measures are expected to re- 
main in force all winter. In both Norway and Sweden, 
all available steam generators have been put into produc- 
tion, and Sweden is receiving electricity from Danish 
sources. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
September 8, 1955. 


Prices and Wages in Western Germany 


The Bank deutscher Lander reports that the cost of 
living index for Western Germany increased by 2 per 
cent in July, the first increase this year. Seasonal in- 
creases in the food sector were mainly responsible for the 
upward movement; retail prices for food rose by 4 per 
cent, and for fruit and vegetables by 30 per cent. Prices 
of basic materials increased by 2 per cent, the same as 
in June. Only minor price reductions were recorded, 
mainly in the textile industry. Prices of industrial prod- 
ucts were steady; however, they had risen earlier in 
the year, following price increases for coal and steel. 

According to labor union statistics, contracts involving 
wage and salary increases averaging 5 per cent were 
negotiated in May and June for 800,000 workers. Wage 
and salary contracts involving 1.3 million persons were 
canceled in July, and additional cancellations were re- 
ported in August. Most contracts that were to expire 
toward the end of this year have been canceled and are 
due for renegotiation. There has been very little work 
stoppage, that which has occurred being primarily strikes 
not approved by the unions. 


Source: Bank deutscher Lander, Monthly Report, Frank- 
furt am Main, Germany, August 1955. 


West German Automobile Production 


Production of automobiles in Western Germany in 1954 
totaled 680,588 cars, 38.7 per cent above output in 1953. 
Exports amounted to 298,000 cars, which was 43 per cent 
of total production and 68 per cent above exports in 
1953. The value of automobile exports in 1954 was 
DM 1.75 billion, or 8 per cent of the value of total 
exports. 


Source: Bulletin des Presse- und Informationsamtes der 
Bundesregierung, Bonn, Germany, August 25, 
1955. 


Land Improvement in Italy 


Total expenditures for land reclamation in Italy since 
the end of the war have amounted to 551 billion lire 
(almost US$900 million), according to a study recently 
published by the Ministry of Agriculture; 386 billion lire 
was invested by the Government and 165 billion by private 
interests. Of the government share, 196 billion lire was 
provided from the budget of the Ministry of Agriculture 
(75 billion to northern Italy, 36 billion to central Italy, 
and 85 billion to the south and the islands), and the 
remaining 190 billion lire was provided by the Cassa per 
il Mezzogiorno (the development fund for the south of 
Italy). In the early postwar period, government invest- 
ment in land reclamation was mostly on an emergency 
basis, and was designed for the reconstruction of installa- 
tions destroyed or heavily damaged during the war. A 
more systematic approach was inaugurated in 1949, how- 
ever, when 70 billion lire from ERP counterpart funds 
was appropriated for agriculture, of which over 58 billion 
was specifically earmarked for land reclamation and 
improvement. 


Source: Economic News from Italy, New York, N. Y., 
August 5, 1955. 


Yugoslavia-U.5.5.R. Trade and Credit Agreements 


The conclusion of trade and credit agreements between 
Yugoslavia and the Soviet Union was announced on 
September 1. The trade agreement provides for an in- 
crease in trade from the present level of $32 million per 
year to $70 million per year, each way, for the next 
three years. During that period, the Soviet Union will 
place at the disposal of Yugoslavia credits totaling $54 
million for the purchase of raw materials (chiefly coal 
and cotton) in the Soviet Union. The credit is intended 
to alleviate the foreign trade deficit and to reduce the 
need for convertible foreign currency, that is, dollars, 
since most Yugoslav purchases of essential raw materials 
are made in dollar markets. Yugoslavia is also to receive 


a cash loan of $30 million in foreign currency or gold; 





this loan, as well as the trade credits, will be repayable in 
ten years with interest at 2 per cent per annum. 

The construction of two fertilizer factories in Yugo- 
slavia—to aid in the development of the country’s agricul- 
ture—is to be financed by the Soviet Union: one nitrogen 


fertilizer plant, with an annual capacity of 220,000 tons, 


und the corresponding thermoelectric power station, and 


one superphosphate factory, with a capacity of about 
250,000 tons, together with a sulphuric acid factory. 
Yugoslavia is now making great efforts to improve its 
agriculture, stimulated by the need in the past to spend 
large amounts of U.S. aid on wheat purchases. The 
Soviet Union has also agreed to deliver an atomic reactor 
to Yugoslavia in 1956, to be paid for in two years. 

Sources: The Times, September 3, 1955, and The Finan- 
cial Times, September 8, 1955, London, Eng- 


lar d 


Far East 


Indian Exchange Control Regulations 


The Reserve Bank of India has advised authorized 
dealers that the settling-in allowance has been increased 
to Rs 75,000 (US$15,750) for emigrants to the dollar 
area, and to Rs 125,000 ($26,250) for emigrants to 
any other country outside the sterling area. Emigrants 
who have already left India will be permitted to transfer 
funds from their assets in India up to the increased limit. 
In addition, authorized dealers may approve applications 
for payment of individual subscriptions to foreign maga- 
zines and periodicals for any period (including life sub- 
scriptions) desired by the applicant. 

Reserve Bank of India, A.D. Circular No. 22, 


Bombay, India, August 26, 1955. 


>ource: 


Abolition of Indian Steel Export Duty 


The Government of India announced on August 12 the 
abolition of the export duty on all articles of iron and 
steel. The duty had been 45 per cent ad valorem, and 
its abolition will result in a loss of about Rs 400,000 
to the Exchequer. India exports annually iron and steel 
products worth Rs 900,000 (US$189,000), mainly to 


Pakistan and the Middle East. 


Source: 


Reserve Bank of India, /ndian News Digest, 


Bombay, India. September 1, 1955. 
| 


Indian Agricultural Production 


In the agricultural year ended June 30, 1955, both the 
acreage and the production of cereals in India were 
creater than in 1949-50. the base year for the first Five 


Year PI in 


( onsiderably. 


The average yield per acre also increased 
fotal production of cereals during the 


year was 55.3 million fons, an iicrease of 93 million tons 
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over the output in 1949-50; and the area under cereals 
rose from 193.6 million acres to 209 million acres. Thus 
while acreage increased by about 7 per cent, production 
rose by about 20 per cent. Production during 1954-55 
not only exceeded the quantity aimed at for the fourth 
year of the Five Year Plan, but even exceeded by 2.8 
million tons the target fixed for 1955-56. The acreage 
under cereals during the year was higher by about 12 
million acres than the target at the end of the Plan period. 
However, both production and acreage fell short of the 
1953-54 record figures of 57.9 million tons and 215 
million acres. 


Wheat production in 1954-55 reached a new high of 
8.5 million tons, exceeding the target for 1955-56 by 
about 0.2 million tons. Production of millets and other 
minor cereals amounted to 22.6 million tons, which was 
5.6 million tons more than the 1955-56 target. Rice pro- 
duction, at 24.2 million tons, was 2.2 million tons less 
than the calculated target for the fourth year of the Plan. 
Against the background of 1953-54, when rice production 
reached a peak at 27.6 million tons, the setback appears 
more pronounced; nevertheless, production in 1954-55 
was still about 1 million tons higher than that in the 
base year. 

With total cereal production of 55.3 million tons and 
an estimated population of 378 million, the per capita 
availability of cereals in India in 1954-55 is 14.4 ounces, 
exceeding the target of 13.71 ounces set for 1955-56. The 
increased production has enabled India to reduce its 
imports of cereals and save valuable foreign exchange. 
In 1951, cereal imports amounted to 4.7 million tons, 
costing Rs 2.17 billion (US$456 million). In 1954, they 
declined to 808,000 tons valued at Rs 470 million ($99 
million). In addition, 7,000 tons of rice valued at about 
Rs 5.1 million ($1.1 million) were exported during that 
year. The total quantity of cereals imported in the first 
seven months of 1955 was about 690,000 tons. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, September 1, 1955. 


Ceylon's Tea Export Duty 


Ceylon’s export duty on tea has been raised from 50 
Ceylon cents (10.5 U.S. cents) per pound to 65 Ceylon 
cents (13.65 U.S. cents), from September 9. Tea prices 
have been moving upward; on August 30 the Colombo 
auction average price of tea reached Rs 2.57 per pound, 
with the estimated f.o.b. price calculated on this basis at 
Rs 3.16 per pound. When the export duty was last revised 
downward, from Rs | to 50 Ceylon cents per pound on 
June 6, 1955 (see this News Survey, Vol. VII, p. 401), 
the average price at the Colombo auction was Rs 1.18 
per pound, 

Ceylon has also approved a proposal by the Interna- 
tional Tea Committee to remove, during the next five 
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years, the existing tea export quota of 339 million pounds 
per year. 


Source: The Financial Times, London, England, Sep- 


tember 9, 1955. 


Ban on Gold Imports into Thailand 


In order to conserve foreign exchange for the import 
of essential commodities, the Ministry of Finance of 
Thailand has placed a temporary ban on the importation 
of gold. However, the Ministry stated that, if the situation 
improves and foreign exchange is available after essential 
imports have been assured, gold imports may be per- 
mitted again. The ban would be reimposed whenever 
there was a shortage of foreign exchange. 

Source: The Bangkok Post, Bangkok, Thailand, June 15, 
1955. 


Taiwan's Trade with Japan 


The foreign exchange report of the Bank of Taiwan 
states that Taiwan’s exports to Japan during the first five 
months of 1955 amounted to US$34 million, or 71 per 
cent of Taiwan’s total exports during the period, and that 
imports from Japan totaled US$24 million, or 69 per 
cent of Taiwan’s total imports. The chief exports were 
sugar, rice, and bananas. The sugar exports, valued at 
US$19 million, comprised 70 per cent of Taiwan’s total 
sugar exports during the period, while the export of 
rice, valued at US$12 million, represented practically all 
of Taiwan’s rice exports during the five months. Taiwan’s 
major imports from Japan included chemical fertilizers, 
metals, machinery, and tools. 

Trade between Taiwan and Japan has been conducted 
under a bilateral agreement, providing for settlement in 
U.S. dollars. The agreement was renewed in April 1955, 
when the trade figures were increased from US$74.5 mil- 
lion each way per year to US$94 million (see this News 
Survey, Vol. VII, p. 346). 

Source: Bank of Taiwan, Report on Foreign Exchange 
Business, Taipei, Taiwan, May 1955. 


Japanese Foreign Trade 


According to customs statistics, Japanese exports dur- 
ing the first half of 1955 amounted to US$892 million, and 
imports were US$1,222 million. Compared with the first 
half of 1954, exports were 24 per cent higher and im- 
ports had fallen by 13 per cent. The improvement in 
exports was due principally to increased shipments of 
iron and steel, nonferrous metals, spun rayon fabrics, 
and ships. Imports of food, raw cotton, iron and steel 
scrap, iron ore, and automobiles declined substantially. 
Source: Bank of Tokyo, Weekly Review of Economic 

Affairs in Japan, Tokyo, Japan, July 30, 1955. 


Increased Freight Rates for Japanese Imports 


The recent world-wide rise in freight rates has resulted 
in a substantial increase in the transport costs of certain 
important raw materials and foodstuffs imported by 
Japan. When compared with transport costs in 1952, the 
costs in July 1955 were 46 per cent higher for sugar, 39 
per cent for lumber, 31 per cent for coal, 27 per cent for 
cereals, and 13 per cent for iron and manganese ores. 
It is reported that industrialists, especially exporters, fear 
that these higher costs may lead to increased prices for 
their products. On the other hand, the generally higher 
freight rates have benefited Japan in that they result in 
Japanese products in Asian markets being relatively less 
expensive than those from the United States. 


Source: The Nippon Times, Tokyo, Japan, August 21, 
1955. 


Indonesian Government Finances 


Indonesia’s Finance Minister has stated that the state 
budget deficit for 1955 will be about Rp 3.5 billion 
(US$307 million); earlier estimates had indicated that 
it would be Rp 2.5 billion ($219 million). The main bud- 
get, which proviaes for Rp 13.99 billion of expenditures 
and Rp 11.49 billion of revenues, will have to be supple- 
mented by an additional budget providing for Rp 2 bil- 
lion of expenditures and Rp 1 billion of revenues, in- 
cluding the revenues from special levies. The deficit of 
Rp 3.5 billion will be about 22 per cent of the budgeted 
expenditures. The Finance Minister further announced 
that next year’s budget is being drafted and may be ready 
by November 1955. He declared that the Government is 
planning to enforce “drastic economies,” particularly in 
regard to routine expenditures, and that improved pro- 
cedures for the collection of revenues, especially direct 
taxes, will be instituted. 

Source: A.N.P.-Aneta News Bulletin, New York. N. Y.. 


August 30, 1955. 


Indonesian Rubber Exports 


Indonesian rubber exports during January-June 1955 
totaled about 322,000 metric tons, valued at Rp 1.92 bil- 
lion (US$168 million). Exports of estate rubber were 
94,000 tons, valued at Rp 638 million ($56 million) ; 
and exports of sinallholder rubber were 228,000 tons, 
valued at Rp 1,282 milion ($112 million). Rubber exports 
in the year 1954 were 747,000 tons, compared with an 
all-time peak of 793,000 tons in 1951. 


Source: A.N.P.-Aneta News Bulletin. New York. N. Y.. 


August 15, 1955. 
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Philippine-U.S. Trade Agreement 


The Philippines and the United States signed on Sep- 


tember 6 a revised trade agreement which will become’ 


effective January 1, 1956. Several provisions of the new 
pact, replacing a 1946 agreement, are designed to encour- 
age private U.S. investment in island enterprises. There 
will be equal treatment for nationals of both countries 
to use and develop natural resources and to operate public 
utilities, and there will not be any discrimination against 
nationals engaged in business in either country. New 
tariff schedules for the Philippines will be adopted as the 
relationship between the two countries progresses from 
free trade to full tariffs by 1974. (See also this News 
Survey, Vol. VII, p. 211 and Vol. Vill, pp. 31, 62, 71.) 

Source: The Wall Street Journal, New York, N. Y., 


September 7, 1955. 


United States and Canada 


Increases in U.S. Federal Reserve Bank Discount Rates 


The Federal Reserve Bank of Boston announced on 
September 12 an increase, from 2 per cent to 24% per 
cent, in the discount rate charged commercial banks in its 
area. Thus the discount rate of each of the 12 Federal 
Reserve Banks is now 214 per cent, the highest rate in 
two decades. In the early part of August, the majority of 
the banks had raised their rates from 154 per cent to 2 
per cent (see this News Survey, Vol. VIII, p. 55). 
Source: The Journal of Commerce, New York, N. Y., 

September 13, 1955. 


U.S. Government Sales of Wool and Dried Milk 


The U.S. Department of Agriculture has announced 
that, beginning November 1, its stocks of surplus wool will 
be offered for sale at market prices. Present government- 
held stocks totaling 150 million pounds will be offered 
for sale in equal monthly amounts over a two-year pe- 
riod; thus, monthly offerings will be limited to 6,250,000 
pounds. The Government has been making sales at a 
formula price of 103 per cent of the 1954 price-support 
level plus sales commission. Since this price has been 
considerably above recent market prices, wool sales have 
been limited. The monthly limitation will not apply to 
government sales at the formula price. 

Government-held stocks of 147 million pounds of dried 
milk will be offered to friendly countries for livestock 
feed at prices that are below market quotations. These 
stocks were bought under the price-support program at 
prices of 13-15 cents per pound. It has been indicated that 
sales will be made at a price well below 9 cents per pound. 
Source: The Wall Street Journal, New York, N. Y., 

September 9, 1955. 
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U.S. Business Capital Investment in 1955 


The annual rate of investment in U.S. business plant and 
equipment in the fourth quarter of 1955 is estimated at 
$29.7 billion, a 16 per cent increase over the figure of 
$25.6 billion for the first quarter. Outlays for the year 
are now expected to total $27.9 billion, 4 per cent above 
last year and only 1 per cent below the record high in 
1953. The railroad industry has made the largest upward 
revision in planned outlays; 1955 expenditures are now 
expected to be 20 per cent higher than was anticipated in 
February, reflecting improved earnings and the initiation 
of new modernization programs. It is estimated that 
expenditures by the durable goods industries in 1955 
will exceed those in 1954 by 5 per cent. Outlays by the 
steel industry are expected to increase by 15 per cent; 
those of the nonelectrieal machinery industry, by 14 per 
cent; and those of the stone, clay, and glass industry, by 
28 per cent. Manufacturers of nondurable goods antici- 
pate a 2 per cent decline from last year. While some 
increases are expected in the food, textiles, paper, and 
rubber industries, they will be more than offset by an 
expected decline of 7 per cent in outlays by chemical 
companies. 


Source: The Journal of Commerce, New York, N. Y., 
September 13, 1955. 


Annual U.S. Requirements for Long-Term Business Capital 


According to recent estimates of the Machinery and 
Allied Products Institute, business firms in the United 
States have a normal long-term capital requirement of 
$35-40 billion per year. The current rate of fixed asset 
consumption is running in excess of $25 billion a year, 
and the provision of normal capital-for annual additions 
to the labor force comes to $5 billion a year (assuming 
the addition of 400,000 workers, multiplied by $12,500, 
the average investment per worker in nonfinancial busi- 
ness); of this amount, about $4 billion is typically long- 
term capital, the remainder being provided by incurring 
current liabilities to the banking system and to the Gov- 
ernment. In addition, an advancing economy is likely to 
entail a continuing increase in investment per worker of 
at least 1.5 per cent per year—a rate below recent ex- 
perience; this would aggregate about $10 billion a year, 
of which $8 billion would be long-term capital. The total 
of these requirements—nearly $40 billion a year—com- 
pares with total estimated assets of all nonfinancial busi- 
ness amounting to roughly $690 billion in terms of 1955 
prices. [In recent years, sources of long-term funds to 
corporations have aggregated from $25 billion to $30 
billion annually, according to estimates of the Depart- 
ment of Commerce. This total, however, excludes most 
of agriculture, trade, and the service industries, which 
are unincorporated; corporate depreciation also tends 
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to underrepresent the replacement cost of depreciating 
assets that were acquired at the lower price levels pre- 
vailing some years ago. } 

Source: Machinery and Allied Products Institute, Capital 


Goods Review (No. 23), Washington, D. C., 
August 1955. 


Canadian Payments Position 


Canada had a current account deficit of $162 million 
in the second quarter of 1955, which was almost the same 
as the deficit in the first quarter of this year, but $27 mil- 
lion less than that in the second quarter of 1954. As 
merchandise exports in the second quarter of this year 
were $105 million higher than a year ago, while imports 
rose by $70 million, the trade deficit was reduced ; this 
reduction, however, was partially offset by increased pay- 
ments on account of invisibles. Most of the additional 
exports were to the United States and the United 
Kingdom. The United States supplied most of the addi- 
tional imports; imports from the United Kingdom were 
lower than a year ago, but purchases from other coun- 
tries increased. The improvement in the over-all current 
balance was due entirely to an increased surplus with the 
United Kingdom; the surplus with other overseas coun- 
tries was reduced, while the deficit with the United States 
increased slightly. 


Net receipts of private long-term capital fell to $57 
million, almost $100 million less than in the first quarter. 
Direct investment funds and nonresident purchases of 
Canadian stocks increased slightly, but redemptions of 
Canadian securities in other countries were in excess of 
new issues, while Canadian purchases of foreign securities 
increased (see this News Survey, Vol. VIII, p. 86). Simul- 
taneously with this slackening of the long-term movement, 
however, there was an inflow of $143 million in short-term 
funds, in contrast to an outflow of $75 million in the 
first quarter. Major elements in this reversal were smaller 
repurchases of outstanding Canadian bonds and the re- 
patriation of Canadian funds which were attracted to 
London during the first quarter, together with a reduction 
of other holdings of sterling; the balance of short-term 
commercial indebtedness also appears to have risen as 
Canadian imports increased. 


There were receipts of $18 million from the repayment 
of official loans during the second quarter, and official 
reserves of gold and U.S. dollars rose by $56 million. The 
exchange rate fluctuated narrowly around US$1.015, 
slightly below the first quarter rate of US$1.025. 


Source: Dominion Bureau of Statistics, Quarterly Esti- 
mates of the Canadian Balance of International 
Payments, Second Quarter, 1955, Ottawa, 


Canada. 


Latin America 
Economic Conditions in Mexico 


President Adolfo Ruiz Cortinez, in his annual message 
to the nation, reported that agricultural production in 
Mexico during 1954 exceeded the 1953 output by 20 per 
cent. Cotton production reached 2 million bales, or 
300,000 more than the 1953 crop; coffee production, at 
1.5 million bags (of 60 kilograms each), was 115,000 
bags more than in 1953; and the output of corn and beans 
was sufficient to permit exports of 68,000 tons of corn 
and 8,000 tons of beans. Increased production was also 
recorded in most industrial sectors. Electric power output 
expanded by 10 per cent, manufacturing production by 
9.8 per cent, petroleum production by 18 per cent, and 
refinery output by 3.5 per cent. Real gross national 
product for the year was 67 billion pesos, which was 7 per 
During the first half of 1955, 


economic activity was 10 per cent above the level recorded 


cent more than in 1953. 


during the same period in 1954. 

As a result of larger exports, higher tourist receipts, 
and an import policy directed toward the essential needs 
of Mexico, foreign exchange reserves in August 1955 
were $305 million, a new high figure for that season of the 
year. Since the principal exports, cotton and coffee, will 
be shipped during the latter part of the year, further in- 
creases in international reserves may be expected in the 
coming months. The purchase of $22.5 million from the 
International Monetary Fund in April 1954 was volun- 
tarily repurchased by Mexico in June 1955. There has 
not been any drawing on the $75 million available under 
the currency stabilization agreement with the United 
States. 

During the present year, the Government has main- 
tained a balanced budget without reducing public ex- 
penditure. The 1954 deficit of 450 million pesos has been 
covered in 1955 by higher revenues as a result of in- 
creased economic activity and better tax collections. The 
public debt decreased by 138 million pesos between Janu- 
ary and June; in June, it equaled 11.7 per cent of the 
gross national product, compared with 13 per cent in 
January. 

Of the credits totaling 12 billion pesos extended by the 
banking system in 1954, 79 per cent was granted for 
agricultural and industrial production and 21 per cent 
for commerce. The money supply increased from 8 bil- 
lion pesos in the first quarter of 1954 to 9 billion pesos 
in the first quarter of 1955. In view of the higher level 
of economic activity and the rising gold and foreign 
exchange reserves, the increase in the money supply is 
not considered excessive. In discussing objectives, the 
President stated that the Government would direct any 
fiscal surpluses toward a reduction of the public debt: 
continue to enforce the legal reserve requirements of 75 


per cent against any increase in sight deposits in Mexico 
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City and 50 per cent elsewhere, with similar reserve 
requirements to be newly enforced against savings de- 
posits; compel the Nacional Financiera and the National 
Mortgage Bank to deposit in the Bank of Mexico the 
proceeds of their bond issues; and require the government 
banks to continue operating with their own resources, 


without access to the central bank. 


Source: Excelsior, Mexico, D. F., September 2, 1955. 


increased Expenditures Under Argentina's Five Year Plan 


By Decree No. 12469 of August 8, the Argentine Min- 
istry of Finance approved an increase of about 18 per 
cent (from 33,500 million pesos to 39,500 million pesos) 
in totai expenditures under the Five Year Plan. This was 
in accordance with a law approved by the Congress in 
1954, authorizing an increase of up to 20 per cent in 
investments under the Second Five Year Plan (1953-57) 
“in accordance with financial possibilities.” The 18 
per cent increase is not distributed uniformly. Expendi- 
tures for social services have been increased by 119 per 
cent, mainly for public health and educational purposes. 
Military expenditures also have been raised substantially. 
For public works, an increase of 12 per cent is estimated, 
chiefly in appropriations for public buildings and ports 
and navigation. 

The financing of the increase of 6,000 million pesos in 
expenditures will be mainly through the issue of bonds 
(5,300 million pesos). The decree stipulates that any part 
of the annual amounts allocated under the Plan that may 
remain unspent at the end of each year are to be used 
to reduce the indebtedness of the IAPI (Argentine Trade 
Promotion Institute). 

Source: The Review of the River Plate, Buenos Aires, 
Argentina, August 30, 1955. 


Other Countries 
Australian Trade 


Australian trade showed a deficit of £A 19.8 million in 
August, against a surplus of £A 1.6 million in July. How- 
ever, it appears that part of the shift may be attributed 
to the dock strikes in the United Kingdom, which delayed 
the shipping of goods and caused an increase in imports 
during August. Imports in August totaled £A 71.3 million 
and exports were £A 51.5 million, compared with £A 66.7 
million and £A 44.5 million, respectively, in August 1954. 
During the nine weeks of July and August 1955, the 
Commonwealth Bank’s gold and exchange reserves fell by 
£A 40.8 million. 

Source: The Financial Times, London, England, Sep- 


tember 8. 1955. 


Rhodesian Copper Price and Labor Agreement 


The Rhodesian Selection Trust—one of two major cop- 


per mining groups working in Northern Rhodesia—has 


announced a rise of £35 per ton (to £360) in its fixed 
copper price for consumers in the United Kingdom, ef- 
fective September 5. The new price is subject to change 


on 24 hours’ notice, which is a departure from the policy 
initiated by the Rhodesian Selection Trust in May of this 
year. At that time the price was fixed for 30 days at 
£280 per ton; it was raised to £325 per ton at the be- 
ginning of August. 

The Rhodesian Selection Trust has also reached agree- 
ment with the Northern Rhodesian Mineworkers Union 
on the question of better opportunities for African work- 
ers. The terms of the agreement are broadly similar to 
those of an agreement signed at the end of July between 
the Union and the Anglo-American Corporation, the 
other group of Rhodesian copper mining companies. The 
Chairman of the Rhodesian Selection Trust has stated 
that the agreement will provide immediately a number 
of opportunities for African employees. A joint statement 
of the Union and the Rhodesian Selection Trust concluded 
that it will now be possible to reach agreement on an 
industry-wide basis. After a job survey has been com- 
pleted, new negotiations will be started to work out the 
details. 

The agreement between the Rhodesian Selection Trust 
and the Mineworkers Union differs in some respects from 
the one agreed upon by the Anglo-American Corporation. 
The latter is committed not to transfer any job to the 
African schedule without the specific consent of the 
Union, whereas the Rhodesian Selection Trust is not 
bound by such an undertaking. 

Sources: The Financial Times, London, England, Sep- 
tember 6 and 12, 1955. 


Fund Transactions 


The record of Fund transactions published in /nter- 
national Financial Statistics, September 1955, shows that 
in June the Philippines purchased US$10.0 million from 
the Fund with Philippine pesos; Australia repurchased 
Australian pounds equivalent to US$8.0 million; and 
Mexico repurchased Mexican pesos equivalent to US$22.4 
million. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
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any views expressed are taken from the sources 
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